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FARM  COSTS  STUDIES 

This  report  is  part  of  a continuing  nationwide  study  of  costs  and 
returns  on  commercial  farms  and  ranches  by  type  and  size  in 
some  of  the  important  farming  regions  of  the  United  States.  The 
study  is  conducted  under  the  general  supervision  of  Wylie  D. 
Goodsell,  Farm  Production  Economics  Division,  Economic  Re- 
search Service.  Objectives,  methodology,  procedure,  and  terms 
are  uniform  for  all  areas  covered  in  the  study. 

The  1965  costs  and  returns  studies  have  been  conducted  on  the 
following: 

Dairy  Farms,  Northeast  and  Midwest 
Corn  Belt  Farms 

Egg-Producing  Farms,  New  Jersey 

Broiler  Farms,  Maine,  Delmarva,  and  Georgia 

Cotton  Farms 

Tobacco  Farms,  Coastal  Plain,  North  Carolina 
Tobacco- Livestock  Farms,  Bluegrass  Area,  Kentucky 
Wheat  Farms,  Plains  and  Pacific  Northwest 
Western  Livestock  Ranches 

Summary  statistics  for  all  types  of  farms  in  the  study  are  pre- 
sented in  a report,  revised  annually.  The  latest  such  report  was 
published  in  1965  and  is  titled:  "Farm  Costs  and  Returns,  Com- 
mercial Farms,  by  Type,  Size,  and  Location,"  Agriculture  In- 
formation Bulletin  No.  Z30,  Revised  1965. 

Information  on  the  studies  can  be  obtained  from  Farm  Produc- 
tion Economics  Division,  Economic  Research  Service,  U.S. 
Department  of  Agriculture,  Washington,  D.C.  20Z50. 
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COSTS  AND  RETURNS 

COMMERCIAL  TOBACCO-LIVESTOCK  FARMS 
BLUEGRASS  AREA,  KENTUCKY,  1965 


Owen  K,  Shugars  and  John  H.  Bondurant^ 

In  1965,  net  farm  incomes  on  typical  tobacco-livestock  farms  in  the 
Bluegrass  area  of  Kentucky  were  higher  than  a year  earlier  and  second 
only  to  the  record  highs  of  1963  (figs.  1 and  2).  Estimates  ofnetfarm 
incomes  for  1963,  1964,  and  1965  are  as  follows: 

Percentage 
change — 
1963  to  1964  to 


1963 

1964 

1965 

1965 

1965 

Tobacco-livestock  farms.  Inner  Bluegrass  Area 

$9,786 

$6,756 

$7,977 

-18 

18 

Tobacco-dairy  farms.  Intermediate  Bluegrass  Area... 

3,448 

2,672 

3,058 

-11 

14 

Tobacco-dairy  farms.  Outer  Bluegrass  Area 

6,288 

5,352 

6,139 

-2 

15 

Incomes  in  1965  were  higher  than  in  1964  chiefly  because  of  higher  prices 
received.  Prices  for  burley  tobacco  in  1965  averaged  the  highest  on  rec- 
ord. Prices  for  milk,  cattle,  and  calves  improved  in  1965  and  hog  prices 
were  up  substantially.  Tobacco  production  per  farm  was  below  1964  levels 
because  of  a reduction  in  acreage  allotments  (table  1).  Tobacco  yields 
per  acre  averaged  higher  than  a year  earlier,  but  slightly  below  those  of 
1963.  Cash  receipts  from  tobacco  were  higher  than  in  1964  on  typical 
farms  in  the  Intermediate  and  Outer  Areas  and  only  slightly  below  1964  in 
the  Inner  Area. 


Tobacco- Livestock  Farms,  Inner 
Bluegrass  Area 

Gross  farm  income  was  up  about 
12  percent  from  a year  earlier  on 
tobacco-livestock  farms  in  the  Inner 
Bluegrass  Area  (table  2).  Operating 
expense  increased  about  7 percent 
and  net  farm  income  rose  18  per- 
cent. Gross  farm  income  includes 
cash  receipts  (sales  of  products 
produced  on  the  farm  and  Govern- 
ment payments),  the  value  of  prod- 


ucts produced  on  the  farm  and 
consumed  in  the  home,  net  change 
in  inventory  of  crops  and  livestock, 
plus  an  estimated  net  rental  value 
of  the  farm  dwelling  (table  3). 

Gash  receipts  in  1965  were  $1,382 
above  those  in  1 964. Sales  of  tobacco 
were  down  only  slightly  as  higher 
prices  received  nearly  offset  lower 
production.  Prices  received  for  bur- 
ley  tobacco  in  this  area  increased 
7 percent  from  a year  earlier  to 


1 Agricultural  Economist,  Farm  Production  Economics  Division,  Economic  Research 
Service,  U.S,  Department  of  Agriculture,  and  Professor  of  Agricultural  Economics,  Univer- 
sity of  Kentucky,  respectively.  The  Kentucky  Agricultural  Experiment  Station  is  a cooperator 
in  the  continuing  study  of  costs  and  returns  on  tobacco-livestock  farms  in  the  Bluegrass  area 
of  Kentucky, 
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Figure  2 


Table  1. — Size,  organization,  and  production,  tobacco-livestock  farms,  Bluegrass  Area,  Kentucky,  1957-59,  1964  and  1965 
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Table  2.-  Income,  costs,  and  related  data,  tobacco-livestock  farms,  Bluegrass  Area,  Kentucky,  1957-59,  1964  and  1965 
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Note;  Information  presented  here  is  on  an  owner-operator  basis  primarily  for  comparability  between  types  of  farms.  Net  farm 
income  is  the  return  to  operator  and  unpaid  members  of  the  family  for  their  labor  and  management  on  the  farm  and  return  to  total 
capital.  No  allowance  has  been  made  for  payment  of  rent,  interest,  or  mortgage. 
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Preliminary. 


the  highest  on  record,  but  tobacco 
acreage  per  farm  was  down  10  per- 
cent due  to  the  reduction  in  acreage 
allotments.  However,  tobacco  yields 
per  acre  averaged  a little  higher 
than  a year  earlier;  thus  production 
per  farm  was  down  only  8 percent. 

Cash  receipts  from  cattle  and 
calves  increased  because  of  higher 
prices  and  a larger  quantity  sold. 
Prices  received  for  feeder  calves 
averaged  20  percent  above  a year 
earlier  and  yearling  prices  were 
up  14  percent. 

Beef  production  was  greater  than 
in  1964  as  the  number  of  beef  cows 
on  hand  continued  to  trend  upward. 
Cash  receipts  from  hogs  and  pigs 
were  about  double  those  of  a year 
e arlie  r as  both  production  and  prices 
increased.  Hogs  are  a minor  enter- 
prise on  these  farms  but  accounted 
for  about  7 percent  of  gross  farm 
income  in  1965,  and  exceeded  the 
return  from  the  sheep  enterprise. 
Returns  from  sheep,  lambs , and  wool 
were  down  in  1965  due  largely  to 
reduced  production.  Prices  received 
for  lambs  in  1965  averaged  only 
slightly  below  1964  and  wool  prices 
were  up  slightly.  The  number  of 
ewes  on  hand  January  1,  1965,  was 
lower  than  a year  earlier,  but  for 
the  first  time  in  many  years  the 
number  of  ewes  did  not  decline 
during  the  year. 

Prices  received  for  all  products 
sold  on  these  Inner  Bluegrass  farms 
averaged  nearly  9 percent  above 
a year  earlier. 

Operating  expenses  were  up  $6ll 
per  farm  from  a year  earlier 
(table  4).  Use  of  purchased  inputs 
increased  slightly  more  than  5 per- 
cent and  prices  paid  for  these  pro- 
duction goods  and  services  aver- 
aged nearly  4 percent  above  a year 
e arlier. 


Inputs  of  fertilizer,  insecticides, 
hired  labor,  and  other  miscellaneous 
crop  production  items  declined  in 
1965  because  of  a reduction  in  the 
acreage  of  tobacco.  However,  de- 
clines in  these  inputs  were  more 
than  offset  by  greater  cash  inputs 
for  feed,  machinery  and  equipment, 
and  building  and  fencing  materials. 

Higher  wage  rates  and  higher 
prices  paid  for  machinery  were 
chiefly  responsible  for  the  increase 
in  prices  paid  on  these  farms.  The 
cash  outlay  for  hired  labor  in  1965 
was  a little  larger  than  in  1964  de- 
spite a slight  decline  in  the  quantity 
hired. 

Returns  in  1965  for  typical 
tobacco-livestock  farms  in  the  Inner 
Bluegrass  Area  reflect  many 
changes  since  1957-59.  Total  land 
per  farm  has  increased  about  12 
percent  but  the  acreage  of  cropland 
harvested  has  declinednearly  8 per- 
cent. Acreages  of  corn  and  small 
grains  have  declined  while  hay  acre- 
age has  increased.  Due  to  a cut  in 
burley  tobacco  allotments  in  1965, 
tobacco  acreage  per  farm  was  4 per- 
cent below  the  1957-59  average. 
However,  1965  tobacco  yields  aver- 
aged 276  pounds  more  per  acre  than 
in  1957-59  and  prices  received  for 
tobacco  were  3 percent  higher.  Con- 
sequently, receipts  from  tobacco 
were  up  $1,124  per  farm  from  those 
of  the  earlier  period. 

Returns  from  cattle  and  calves  in 
1965  averaged  $1,762  above  the 
1957-59  return  largely  because  of 
increased  production.  Prices  re- 
ceived were  not  much  different  in 
the  two  periods.  The  number  of 
beef  cows  per  farm  has  increased 
nearly  68  percent  since  1957-59. 
On  the  other  hand,  the  number  of 
ewes  per  farm  has  declined  39  per- 
cent. Returns  from  sheep,  lambs, 
and  wool  in  1965  were  down  $372 
per  farm  from  1957-59. 
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Table  4.-  Operating  expenses,  tobacco-livestock  farms,  Bluegrass  Area,  Kentucky,  1957-59,  1964  and  1965 
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Overall,  these  changes  and  some 
others  of  less  influence  resulted  in 
a gross  farm  income  of  $17,582  in 
1965,  up  $3,180  from  1957-59. 

Due  to  a larger  farming  operation 
and  higher  prices  paid,  operating 
expenses  in  1965  were  32  percent 
above  the  1957-59  average.  Part  of 
this  increase  was  due  to  the  use  of 
more  inputs,  but  prices  paid  for 
these  inputs  averaged  11  percent 
higher  in  1965  than  in  1957-59. 
Notable  among  the  cash  input  items 
showing  increases  in  price  were: 
Wage  rates,  up  24  percent;  farm 
machinery,  up  19  percent;  and  pro- 
tein feedstuff  s,  up  14  percent.  There 
were  only  minor  changes  in  prices 
of  the  more  commonly  used  insecti- 
cides and  fertilizer  materials.  Oper- 
ating expenses  averaged  55  percent 
of  gross  income  in  1965  and  51  per- 
cent in  1957-59  (fig.  3). 

Efficiency  in  production,  as  meas - 
ured  by  the  index  of  production  per 
unit  of  input,  advanced  6 percent 
from  1957-59.  However,  chiefly  be- 
cause of  higher  prices  paid,  oper- 
ating expense  per  unit  of  production 
increased  10  percent. 

Tobacco-Dairy  Farms, 

Intermediate  Bluegrass  Area 

Gross  farm  income  for  tobacco- 
dairy  farms  in  the  Intermediate 
Bluegrass  Area  was  estimated  at 
$6,013  per  farm  for  1965,  an  in- 
crease of  6 percent  from  a year  ear- 
lier. Operating  expenses  were  down 
slightly  and  net  farm  income  was  up 
14  percent. 

Income  on  these  farms  is  derived 
chiefly  from  the  sale  of  tobacco  and 
dairy  products.  Cash  receipts  from 
tobacco  in  1965  were  up  $108  per 
farm  despite  a reduction  of  10  per- 
cent in  acreage  allotments.  Prices 


received  for  burley  tobacco  in  this 
area  averaged  $65.79  per  hundred 
pounds  in  1965,  up  $5.02  from  the 
previous  marketing  season.  The  1965 
average  yield  of  tobacco  on  these 
farms  at  1,923  pounds  per  acre  was 
nearly  7 percent  above  the  1964 
yield.  Tobacco  production  per  farm 
was  down  3 percent  but  the  higher 
price  received  more  than  made  up 
for  the  reduction  in  pounds  mar- 
keted. 

The  average  number  of  cows 
milked  in  1965  was  slightly  above 
the  1964  average  and  milk  produc- 
tion per  cow  was  about  the  same. 
However,  milk  production  per  farm 
was  up  2 percent  and  cash  receipts 
from  milk  sold  averaged  3 percent 
above  a year  earlier.  Prices  re- 
ceived for  ungraded  manufacturing 
milk  were  about  the  same  in  both 
years.  Sales  of  cattle  and  calves 
increased  slightly  as  both  quanti- 
ties sold  and  prices  received  were 
greater  than  in  the  previous  year. 
Largely  because  of  increased  prices 
of  tobacco  and  livestock,  prices  for 
all  products  sold  averaged  about  9 
percent  higher  than  in  1964. 

Operating  expenses  for  the  Inter- 
mediate Bluegrass  Area  farms  in 
1965  averaged  a little  belowthoseof 
1964.  The  reduction  in  tobacco  acre- 
age resulted  in  a decline  in  use  of 
some  production  inputs,  thereby  off- 
setting higher  prices  paid.  Contrary 
to  the  general  trend  to  larger  farm. - 
ing  operation^,  typical  farms  in  the 
Intermediate  Bluegrass  Area  are 
just  about  maintaining  the  same 
average  size  enterprises  year  after 
year.  Some  farmers  are  expanding 
their  operations,  while  others  are 
"cutting  back."  This  "cutting  back" 
has  generally  taken  the  form  of 
shifting  from  dairy  to  a cow-calf 
plan,  utilizing  the  same  herd  for 
beef  production.  Such  a change  re- 
duces the  farm  labor  requirements 
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and  enables  the  operator  to  take 
part-  or  full-time  off-farm  employ- 
ment. 

Since  1957-59  the  overall  size  of 
the  farming  operation  on  typical 
tobacco-dairy  farms  in  the  Inter- 
mediate Bluegrass  Area  has  in- 
creased only  slightly.  However,  pro- 
duction per  farm  has  increased 
substantially  because  of  higher  crop 
yields  and  increased  milk  production 
per  cow.  Due  to  this  increased 
production  and  higher  prices  re- 
ceived, net  farm  income  was  22  per- 
cent higher  in  1965  than  in  1957-59. 
Total  land  in  farm  in  1965  was 
estimated  at  117  acres,  6 acres 
above  the  1957-59  average.  How- 
ever, cropland  harvested  declined 
l6  percent.  Acreage  utilized  for 
grain  production  (mostly  corn)  de- 
clined 58  percent.  Harvested  acreage 
of  hay  inc reased  about  1 2 percent  due 
to  a larger  acreage  of  alfalfa. 

Tobacco  acreage  per  farm  at 
1.9  acres  in  1965  was  nearly  14 pe r- 
cent  below  the  1957-59  average. 
This  change  in  tobacco  acreage  is, 
of  course,  primarily  a result  of 
changes  in  tobacco  allotments. 

The  size  of  the  dairy  enterprise 
in  1965  was  only  a little  larger  than 
in  1957-59.  The  number  of  milk 
cows  on  hand  January  1,  1965,  was 
up  only  1 head  per  farm  from 
1957-59.  Total  milk  production  per 
farm,  however,  was  up  28  percent 
from  the  earlier  period  as  produc- 
tion per  cow  increased  l6  percent. 

In  1965,  net  farm  production  was 
up  13  percent  from  1 957-59.  In  addi- 
tion to  improvement  in  milk  produc - 
tion  per  cow,  crop  yields  have 
trended  upward  since  1957-59.  To- 
bacco yields  per  acre  in  1965  aver- 
aged 20  percent  above  1957-59.  Corn 
yields  were  up  1 1 bushels  per  acre. 


yields  of  alfalfa  hay  averaged  slightly 
higher  but  yields  of  other  hay  were 
down  from  1957-59. 

Operating  expenses  were  about 
24  percent  higher  in  1965  than  in 
1957-59  (fig.  4).  More  purchased 
inputs  were  used  in  1965  and  prices 
paid  for  them  were  up  10  percent. 
These  farmers  were  more  efficient 
in  the  use  of  inputs  and  production 
per  unit  of  input  was  up  13  percent 
from  1957-59.  However,  operating 
expense  per  unit  of  production  was 
6 percent  higher  than  in  1957-59 
because  of  higher  prices  paid. 

Tobacco-Dairy  Farms,  Outer 
Bluegrass  Area 

Gross  farm  income  on  tobacco- 
dairy  farms  in  the  Outer  Bluegrass 
Area  was  estimated  at  $12,870  for 
1965,  about  8 percent  above  a year 
earlier.  Net  farm  income  increased 
by  $787,  and  operating  expenses 
rose  2 percent  (fig.  5). 

Cash  receipts  from  milk  increased 
6 percent  in  1965  and  receipts  from 
tobacco  rose  7 percent.  Milk  pro- 
duction per  farm  increased  5 per- 
cent and  milk  prices  averaged  about 
3 percent  above  1964.  Milk  produc- 
tion per  cow  continued  an  upward 
trend  in  1965,  exceeding  the  1964 
rate  by  about  4 percent.  The  average 
number  of  cows  milked  per  farm 
was  also  above  the  previous  year. 

Tobacco  production  per  farm  was 
down  about  2 percent  in  1965.  Burley 
tobacco  acreage  allotments  were 
reduced  10  percent  in  1 965  but  yields 
averaged  9 percent  above  a year 
earlier  and  were  the  second  highest 
on  record. 

Prices  received  for  burley  tobacco 
in  this  area  in  1965  averaged  $65.97 
per  hundred  pounds,  $5.62  above 
1964  and  a record  high. 


10 


Figure  4 


Biuegrass  Area,  Kentucky 

FARM  INCOME  PER  FARM 

Tobacco-Dairy  Farms,  Outer  Area 
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Receipts  from  cattle  and  calves 
were  down  about  $300  per  farm  in 
1965  because  fewer  cull  cows  were 
sold  than  in  1964.  The  culling  rate 
may  have  declined  in  response  to 
improved  milk  prices  in  1965  and, 
in  addition,  producers  apparently 
had  culled  their  herds  closely  in 
1964. 

Operating  expenses  advanced  2 
percent  in  1965.  The  total  quantity 
of  inputs  used  in  1965  was  about 
the  same  as  in  the  previous  year. 
However,  prices  paid  for  production 
goods  and  services  (inputs)  aver- 
aged about  2 percent  above  the  1964 
level.  Reduced  input  requirements 
for  the  smaller  tobacco  acreage  just 
about  offset  the  increase  in  inputs 
for  larger  acreages  of  alfalfa  hay, 
corn,  and  silage. 

Feeding  rates  were  higherinl965 
but  the  quantity  of  feed  purchased 
was  down  in  1965  as  more  feed  was 
produced  on  the  farm.  Total  feed 
inputs  per  farm  were  up.  In  addition 
to  larger  acreages  of  corn,  silage, 
and  alfalfa  hay,  yields  of  corn  and 
of  alfalfa  were  higher  than  a year 
earlier.  Yields  of  silage  and  of  other 
hay  were  the  same  as  in  1964. 

Net  farm  income  in  1965  for  the 
Outer  Bluegrass  farms  was  35  per- 
cent higher  than  in  1957-59,  reflect- 
ing increased  size  of  farm,  higher 
yields  per  acre,  a larger  dairy  herd, 
increased  milk  production  per  cow, 
higher  prices  received,  and  in- 
creased efficiency. 

Total  land  per  farm  in  1965  was 
up  11  percent  from  1957-59.  Crop- 
land harvested  averaged  41  acres 
in  1965,  about  the  same  as  in  the 
earlier  period.  The  acreage  of  to- 
bacco per  farm  was  the  same  as  in 


1957-59.  Tobacco  acreage  in  general 
follows  the  changes  in  allotments 
but  some  farmers  may  offset  a cut 
in  allotted  acreage  by  renting -in 
tobacco  or  buying  more  land.  Acre- 
age of  corn  for  grain  has  declined 
slightly  but  the  acreage  in  silage 
has  increased.  Total  acreage  of  hay 
per  farm  has  increased  with  alfalfa 
acreage  up  nearly  45  percent  and 
other  hay  down  about  l6  percent. 

Per  acre  yields  of  crops  in  1965, 
except  for  mixed  hay,  were  sub- 
stantially above  the  1957-59  aver- 
age. Tobacco  yields  were  21  percent 
higher  and  yields  of  corn,  silage, 
and  alfalfa  were  up  42,  37,  and 

17  percent,  respectively. 

In  1965  these  farmers  milked 
an  average  of  4.2  more  cows  per 
farm  than  in  1957-59.  Milk  produc- 
tion per  cow  increased  18  percent 
from  the  earlier  period  and  the 
quantity  of  milk  sold  per  farm  was 
up  more  than  50  percent. 

Prices  received  for  all  products 
sold  on  these  farms  averaged 4 per- 
cent higher  in  1965  than  in  1957-59. 
Prices  received  for  tobacco  and 
milk  were  both  4 percent  above 
1957-59  averages. 

Production  per  unit  of  input  (pro- 
duction efficiency)  on  these  farms 
increased  11  percent  from  1957-59 
to  1965.  The  chief  reasons  for  this 
improvement  were  increases  in  crop 
yields  and  in  milk  production  per 
cow.  On  the  other  hand,  operating 
expense  per  unit  of  production 
showed  an  increase  of  9 percent 
over  1957-59.  This  was  due  to  higher 
prices  paid  for  production  goods  and 
services  (inputs). 
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